ABSTRACT. There are major concerns about the level of personal borrowing, particularly sourced from credit cards. This paper charts the progress of an initiative to create a Responsible Lending Index (RLI) for the credit industry. The RLI proposed to voluntarily benchmark lending standards and promote best practice within the credit industry by involving suppliers of credit, customer representatives and regulators. However, despite initial support from some banks, consumer bodies and the Chair of the Treasury Select Committee, it failed to gain sufficient support from financial institutions in its original format. The primary reasons for this were related to the complexity of building such a robust index and the banks trade body's fear of exposing its members to public scrutiny. A revised alternative, the Responsible Lending Initiative, was proposed which took into account these concerns. However, the Association of Payment Clearing Service (APACS), the trade body of the credit industry, then effectively destroyed the proposal. This article describes an attempt to address the challenges in the credit card industry with the initiation of the RLI, reflected in stakeholder discourse and in the context of a wider concern expressed by the involved stakeholders in terms of the need for greater responsibility in the banking industry's lending practices.
Introduction
The credit industry over the last 2 years has received considerable adverse media coverage (Fletcher, 2006) for allowing an expansion of debt. Particular individual tragic outcomes of suicide have been blamed on irresponsible lending practices (BBC, 2005; Ronson, 2005) . In response, a self-regulation system was proposed to the leading banks who own the credit cards. The key features of the proposal was the creation of a voluntary benchmark-a Responsible Lending Index (RLI), which would set standards and promote best practice in credit lending. A defining factor of the index was its governance, which was grounded in stakeholder involvement, embracing not just the suppliers of credit-the banks-but also the consumer movement, the voluntary sector through the credit advisory services, as well as the government with the active interest of the Chair of the Treasury Select Committee.
Stakeholder engagement involves a relationship built on communication, consultation, dialogue and partnerships with stakeholders (Heymans, 2006) . It aims to increase and improve the quality of involvement of different stakeholders' interests in certain governance processes (ODPM, 2005) . The quality of engagement could be understood in terms of the opportunity, which stakeholders have to provide substantive input, as well as in terms of satisfaction with the outcomes of the engagement process.
Since stakeholder engagement was first outlined by Freeman in 1984, it has attracted considerable interest both as an attractive idea of participation and in its capacity to develop into a problematic concept like 'stakeholder democracy', which implies equality in the right to participate. As Matten and Crane identify:
greater corporate accountability and offers a compelling evaluative framework for assessing corporate responsibilities to society. However, in an age of intensified shareholder capitalism and increasing complex global market systems, it can also appear to be little more than a hopelessly idealistic vision (Matten and Crane, 2005, p. 6 ).
In particular, they pose the managerial question of how a corporation could realistically balance the competing claims of disparate stakeholders in an organised framework of corporate governance. This article describes an attempt to address this challenging balance in the credit card industry with the initiation of the RLI, and analyses the context of its unsuccessful launch. This outcome, the paper will argue, leaves the concept of stakeholder participation in the bank industry in the realm of idealism.
This article has the following structure:
• history and context of credit lending in the U.K.-the immediate context (problembased approach); • description of the case-RLI concept, followed by its initiative year-long story and the involvement of various stakeholders; • case reflections in stakeholder discourse, outlining the value and failure of the RLI; and • discussion on the directions for development of the credit industry.
The analysis and conclusions focus on understanding the potential and shortcomings of the RLI in its attempt to respond to the credit industry issue of defining measurable standards.
Methods issues and academic involvement
This case study is based on the observation of the evolving RLI initiative, an idea grounded in the practice of the banking industry and from a perspective of its potential for reform and regulation. This practice-derived initiative finds its reflection in stakeholder discourse. This was conceptually the point of origin for initiating the RLI by its creator, as well as the concept which links the current credit industry in the U.K. with the responsibility, which the banking industry has to its customers.
The methodology is derived from the perspective of Lawrence (1992) on problem-oriented research. First, a significant emerging problem is selected which allows to link the macro and micro levels of analysis, respectively, the current development of the credit industry in the U.K. in terms of its reform and regulation of practices, and the specific RLI mechanism which addressed this. Then, key parameters are examined (credit industry practices, stakeholder relevance, the image and behaviour of banks) and related to relevant theories (stakeholder framework, corporate responsiveness and tragedy of the commons). The analysis is conducted in light of understanding the potential and shortcomings of the RLI in its attempt to respond to the credit industry issue of defining measurable standards. The problem-oriented approach is reflected in the critique and conclusions, drawing on the RLI case for lessons relevant to the stakeholder discourse in terms of addressing the current practice in the credit industry, rather than embedding the RLI in a theory-building stakeholder context.
The second-named author was invited to participate in the RLI initiative by its creator, Steve Round (then CEO of Hurlstons), a management consultant specialising in the credit card industry. Through attendance observation, the first-named author closely followed the progress made by Round in negotiating support for the initiative with various stakeholders within the credit industry. Primary data was obtained and the authors attended a number of meetings with Steve Round, where observations were made on the attitude of stakeholders representing differing opinions. As identified by Fry (1973) , direct observation has some challenges that the researcher needs to address-the large amount of time invested in observation studies, the decision on whether to be a hidden or visible observer and the possible loss of objectivity. When attending meetings, the observer was introduced as a member of the RLI team and as a researcher. The impact of having a silent observer present hopefully has been minimal, as both Round and the negotiating party were professionals and would have had no reason to withhold comments due to the observer's presence. Vidich (1955) has looked at the issue of observer objectivity and identified two main concerns. The researcher may influence the character of data collected or interpret the data subjectively, both of 500 M. Richards et al.
